Approved as Written: 5/16/01
CITY OF MORGAN HILL
JOINT REGULAR REDEVELOPMENT AGENCY AND
SPECIAL CITY COUNCIL MEETING
MINUTES - APRIL 25, 2001
CALL TO ORDER
Chairman/Mayor Kennedy cdled the regular and special meeting to order at 7:00 p.m.
ROLL CALL ATTENDANCE
Present: Agency/Council Members Carr, Chang, Sellers, Tate and Mayor/Chairman Kennedy

DECLARATION OF POSTING OF AGENDA

Agency Secretary/City Clerk Torrez certified that the meeting's agenda was duly naticed and posted in
accordance with Government Code 54954.2.

SILENT INVOCATION

PLEDGE OF ALLEGIANCE

At the invitation of Chairman/Mayor Kennedy, Mr. Steve Spencer led the Pledge of Allegiance.

INTRODUCTIONS

Assistant to the City Manager Stevensen Dileintroduced Shairon Williams, Human Resources Supervisor;
and Chief of Police Schwab introduced VirginiaMcGreger, Police Support Services Specialist I1, al recent
hires.

CERTIFICATES OF APPRECIATION

Mayor Kennedy presented Jim Johnson, journalism instructor and Lacey Green, Live Oak High School
journalism student, with Certificates of Appreciation: Community Recognition for Traffic Safety
Improvement at Condit/Main.

PROCLAMATIONS

Mayor Kennedy presented Karen Lengsfield with a Proclamation, declaring 2001 United Nations
International Year of the Volunteer.

PRESENTATIONS

Julie Osborne, South Valley Refuse Disposal, announced the Glenn Family as this year's Residentia
Recyclersof the Y ear and that Anritsu, for the second year in arow, was awarded the Business of the Y ear.
Mark Evans, President of Anritsu, accepted the award on behalf of Anritsu.
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Assistant to the City Manager Eulo and Mayor Kennedy recognized the Environmental Poster Contest
Winners.

PUBLIC COMMENT

Chairman/Mayor Kennedy opened the floor to public commentsfor items not appearing on the agenda. No
comments were offered.

Redevelopment Agency Action

CONSENT CALENDAR:

Action: On a motion by Agency Member Chang and seconded by Agency Member Tate, the Agency
Commission unanimously (5-0) approved Consent Calendar Items 1 and 2 as follows:

1. MARCH 2001 FINANCE AND INVESTMENT REPORT
Action: Accepted and filed report.

2. ACQUISITION OF THE GUNDERSON PROPERTY ON WEST EDMUNDSON AVENUE
(APN: 767-18-025)
Actions: 1) Authorized the Executive Director to Execute an Installment Purchase Agreement and
Any Other Related Documents with the Owners to Acquire the Gunderson Property Located on West
Edmundson Avenue, east of Community Park (APN: 767-18-025) for 85,500,000 and All Closing
and Escrow Costs, and 2) Appropriated $5,510,000 from the Redevelopment Agency’s Fund
Balance (Fund 317).

OTHER BUSINESS:

3. COMMUNITY THEATER

Business Assistance and Housing Manager Maskell presented the staff report and summarized the designs
of Schemes A, B, C, and D, including cost comparisons. She indicated that based on the findings, AMS
concludedintheir study that all four schemeswill have an annual operating deficit in theamount of $44,700
to $73,400.

Kurt Schindler, ELS, identified potential usersof thetheater (e.g., South VValley Civic Theater, South Valley
Symphony, First Baptist Church, Morgan Hill Wind Symphony, Music Tree, and Dance Unlimited). He
further identified the difference between the various schemes.

Robert Bailey, vice president of AM S Planning and Research, informed the City Counal that Bill Blake and
Sara Reddstein were also in attendance to answer questions that the Council may have, noting that these
individualsworked on this project. He indicated that asummary of his charge has been provided to staff in
aform of a working report. He addressed the market analysis and the pros, cons and financial aspects
associated with each scheme. He spokewith 15 stakeholders and discussed the issue of who should build
and operate the theater. It was the consensus of the stakeholders that the City's Parks and Recreation
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Department would be the best operator for thisvenue It isunderstood that thiswould not be aprofit making
venture and would require continuing operating funding either from the City’ s General Fund, fundraising
activities, or an endowment. There was some question as to whether this would be an exclusive home for
thetheater company. It wasthe consensusthat the theater should be a spacethat ismade availableto awide
variety of arts and other groups, with strong emphases on at education.

Bill Blake addressed the operating estimates for each of the schemes. He indicated tha afull report woud
be forwarded to the Council, once finalized, that would contain detailed numbers and show support for
them.

Agency Member Sellers expressed concern that the identified use day of 197 days for Scheme A appears
to be high as productions may go to the community center. He asked if consideration was given to the fact
that events would use the multi purpose room in the community center?

Mr. Blake stated that he spoke with some of thelodgesand hotelsin Morgan Hill that havecomparable size
conference rooms, including dscussions withwineries. He has a sense on how much over flow they have
and how busy they are during the week. The number identified was derived based on thisinformation. As
amulti-purpose room is also proposed, events may be competing. He said that he was confident with the
numbers. He said that a number of the uses under the 197 days are private events, serving an element in
the community, and are not events opened to the public.

Agency Member Chang noted that South Valley Theater was identified as a user of the theater. She asked
what other groups coul d use the fecility?

Mr. Blake responded that the Morgan Hill Wind Symphony, South Valley Symphony, and the Live Oak
High School drama class are potential uses of the theater. He indicated that Schemes C and D would
accommodate symphonies. In Scheme D, you would get much more use from the same usersbecause you
have more stage space to produce awider variety of productions. Henoted that there was also an ability
to overlap uses.

Agency Member Sellers noted that between Schemes C and D, there could be adoubling of production but
yet, the income went up $5,000. He inquired as to the income from a single production? Mr. Blake
responded that rents would be reasonable based on thefact that this would be a newly refurbished facility
with a certain number of seats and a generous stage to rent at an affordable price.

Agency Member Tate asked if an analysis was conducted for having twice asmany produdions in terms
of economic benefitsto the City?

Mr. Bailey responded that an economic analysiswas not conducted but that heiswell aware of performing
artsvenues throughout the country, looking at the economic impacts both directly and indirectly. He stated
that the average expenditure per audience member is $23 to local businesses in addition to the purchase of
aticket. He did not perform abroad range analysis based on the turn around given to completethe report.
He said that a venue of 125 - 175 use days would be a feasible number.

Vice-chairman Carr felt that there would be more use of the facility as there would be a potential for
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overlapping 3-4 usesin a use day that was nat taken into the economic analysis in terms of what the real
return would be. Thiswould not be reflected in the operating budget or shortfall. Therefore, thiswould be
a potential area of bringing in additional revenue. He felt that the draw area would come from Gilroy,
Hollister, San Juan Bautista and other areas, noting that these are communities that do not have small
community playhouses similar to the one being proposed.

Mr. Bailey did not believe tha there would be alot of double booking but that it isan element that can be
done. Heindicated that technical staff wasincluded in the operating budget and has allocated 15% of astaff
person's time to this community playhouse operations and 100% of a technical supervisor's time to the
community playhouse. He said that a percentage of the technical supervisor could be alocated to the
community center, redudng the total operating budget. This was not included because it was not known
if thiswas the desire or in the plan for the community center.

Agency Member Sellers recommended that the addition be of a historic context and adhere to the
architectural features that make this an interesting building. He expressed concern with the impact to
adjacent neighbors. He felt that the impacts associated with Schemes A and B would be more significant
because of parking versus Schemes C and D.

Mr. Bailey agreed that car naise from Scheme A may be an issue during aperformance or at the conclusion
of aperformance Schemes C and D provide an entrance to load into the back of the area. He has heard
comments that the police department islooking for abreak through in case they want to dri ve through the
plazain an emergency. He stated that Schemes C and D have a 12-14 foot drive in addition to a five-foot
strip of landscaping. Scheme A is the only scheme that has planning approved parking. Scheme B has a
24-foot wide drive that may be used for parking, noting that the planning department wou d not recognize
thisarea as parking. He indicated that handicapped parking in either B, C or D would occur at a blue curb
along Fifth Street. Hesaid that there are two ways to approach the architecture of a historical building, one
isusing the Secretary of Interior standards (differentiae between an old building and the addition). Hefelt
that this would be agoad finished producd with the character of the building fitting nicely together and that
thefinished product would be sympathetic to the orignal design ascompared to onethatwould differentiate
the designs.

Chairman Kennedy opened thefloor to public comments.

Steve Spencer, Board Member of South Valley CivicTheater, statedthat South Valley Civic Theater woud
like to do as much asthey can for aslong as they can in acommunity theater like this. It isfelt that with a
stable venue, South Valley Civic Theater can develop its strengths in membership and audiences. Past
seasons have allowed them to draw 200 individuals. This would be positive for the downtown bus nesses,
especiallythedining businessesasit ishoped to establish agreements/partnershipsfor show-dinner specials.
Also, proposed isto set up partnershipswith local businessesto advertisein programs. Hefelt that alot can
be done with this theater. He stated that South Valley Civic Theater would like to expand its educational
roleinto a summer theater-artsworkshop in conjunction with the recreation division asthereis areal need
for educational programs.

William Leaman, Morgan Hill Access Television (MHAT), indicated that he was brought into the equation
about aweek ago. If MHAT was able to move some of its facility into this multi use facility, the public
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accesschannel can be used to televise over 7,000 homes and become a part of the city. Hefelt that Scheme
D would accommodate a 400 square foot public access control room. Also, the theater could be used for
public access programs.

Richard Kaiser, newly elected president of the South Valley Civic Theater, indicated that the Civic Theater
isenteringits31* year of public service. Heindicated that they offer an affordable community theater with
an average ticket price of $10 for live theater. He felt that scheme A and B would limit the types of shows
that could be conducted on the small stage. Herecommended theconstruction of Scheme C or D asit would
accommodate a larger stage.

Walter Von Tagen stated that the Council has to decide whether it wants a multi purpose room or a
community theater. He noted that all schemesdo not include alight booth. He agreed that most of the draw
would come from Morgan Hill, Gilroy and Hollister. Healso noted that the design did not include room
for storage on the wings for sets and props. He stated his support of Scheme D.

Don Jensen, 20 East Fifth Street, applauded everyone's interest in the arts and preserving a cultural
resource. He said that when the Fifth Street neighbors heard about the Church building being moved over,
they were excited about the interest and the new use. He said that there were some misunder standings
and/or some givensthat were inappropriaely assumed such asmoving the building asis. Inlookingat how
the building fits in the lot and with the community center, he noted that it is doubling in size and square
footage. It is taking on the appearance of a warehouse. He did not believe that the design has taken into
account how it fitsin with the neighborhood and with the entry into the downtown.

No further comments were offered.

Agency Member Sellers shared the concerns about the size of the building. He felt that buildings along
Monterey Road have traditionally been larger than the buildings in the vicinity. With this understanding,
he felt that the design needs to make sure that it fits with the neighborhood.

Actions: Agency Member Sellers made a motion, seconded by Agency Member Chang, to: 1) Select
Design D, 2) Appropriate the funding required to proceed with Design D, and 3) Direct staff
to proceed with the schematic design with the understanding that there would be three other
opportunities for the Council to review the project as it proceeds.

Agency Member Chang expressed concern with the deficit indicated and inquired where the funding for the
capital and operating costs would come from?

Ms. Maskell stated that it was her understanding that when the Agency considered the community center,
asimilar study was completed. Staff felt that the deficit would be no higher than what has been planned
when the Agency adopted the plans for the community center.

Agency Member Chang stated that it was her belief that the community center would be self sustaining
within two years. However, the theater was not included in the deficit figure.

Director of Business Assistance and Housing Services Toy said that the original community center numbers
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were calculated revenues and expenses with the original theater and 400 seat auditorium factored into the
number. He said that staff would investigate the figures previously identified.

Agency Member Sellers stated that it is understood that it is a cost that will be paid for the wonderful
facility that would be built in the community that would provide cultural enrichment. Hefelt that $30,000
per year borne from the General Fundis a minimal amount to pay for wha the community is getting in
return. Hefelt that the estimates were conservative and that with an ambitious program, the deficit can be
reduced from the amount identified.

Chairman Kennedy expressed concems with Schemes C and D. Heagreed that thisis not the design that
the Agency had in mind when it started the process nor was it within the budget all ocated in the amount of
approximately $1.2 million. He expressed concem that the Agency is stepping out of what it orignally
intended to do. He said that itisthe Agencys goal to build afull auditorium. If thisfacility is built to the
level that is being proposed in Schemes C and D, this reduces the potential for ultimately bulding a full
scale auditorium.

Vice-chairman Carr concurred with Agency Member Sellersthat rather than talking about thisin terms of
a deficit that it be discussed in terms of a cost the community is willing to bare. He felt that operating
expenses could be loweredif eventscan be double booked. The Agency can also think about the economic
spin off discussed by Agency Member Tate not only in performances but the benefits to the downtown
merchants. He felt that this economic spin off would be far greater than what the Agency would see as a
deficit. He stated that he shared the neighborhood's concern that this is looking different from what
originally was thought. He said that the Agency is trying to set a direction and that the Agency would
addressthe concernsin the design. Hefelt that the consultants and staff would be ableto address concerns
raised. Regarding the concem of afull auditorium and the opportunity of the community to one day grow
towhereit will need afull auditorium, hefelt that thisisthefirst logical step to get the city to the full-blown
auditorium. He said that the Agency isbuilding a base to be able to support the auditorium. He stated his
support of moving forward with the motion of Scheme D.

Agency Member Tate stated that he came to the meeting convinced that Scheme C was the right scheme.
However, he haslistened with an open mind and to the argumentsof flexibility with the various stages. He
expressed concern that Schemes C and D cuts down on the open greenness/feeling of the entirecommunity
center. He stated that although he could support Scheme D, the 21 extra feet that would go to Scheme D
should be looked at.

Agency Member Chang stated her support of Scheme D as the theater has to be built right. She expressed
concern with the over all operating cost in the future She asked if a community foundation could assist
with operating costs in the future? She noted that the Agency has severa visioning projeds to complete.
She asked how the Agency gets to the point of funding all of the projects if operational cost is to be an
ISsue?

Vice-chairman Carr felt that thisis afacility that would be managed and operated by the City through the
Parks and Recreation Department. Hefelt that this might be afacility that the Agency may be ableto find
auser group to fill thisrole for the Agency under a contractual basis. This would take away alot of the
operating deficit from the Agency/City. He recommended that staff consider this option and return to the
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Agency with more information about the possibilities of this suggestion.

Agency Member Chang did not believe that the Agency will be able to find the funds to support operating
costs. She noted tha with the visioning projects, the Agency is above its limits.

Chairman Kennedy fdt that operating costs isa seriousissue and that thisaquestion of priorities. He noted
that this project was not included as part of the Visioning process and that the Agency would be taking
money away from other visioning projects for something that was not included in the origind plans. He
stated that he did not like the design of Scheme D as theappearance from Fifth Street isnot consistent with
the architectural theme of the building and the original intent of saving a historical structure.

Agency Member Chang noted that neither Schemes A or B would work asthey aretoo small. She said that
Scheme C and D would need to be selected if the Agency wants a theater that is doable.

Chairman Kennedy said that although Scheme D fits the needs of the theater, it does not fit the original
intent of saving and restoring thebuilding. Hefelt that aredesign would make the buildingmorein keeping
with its historical significance and the neighborhood's perspective.

Agency Member Sellers stated that the Agency would be proceeding to the schematic design. He said that
at that time, it would be appropriate to bring up design issues. He would support amending hismotion to
statethat the architect doeswhat he can to reach the goal as stated by Chairman Kennedy. He recommended
that the architeds be given paraneters to proceed, understanding the Agency's concerns.

Vote: The motion carried 5-0 with the clarification that the identified issues are to be addressed
in the ultimate schematic drawings.

City Council Action

CONSENT CALENDAR:

Council Member Carr requested that Item #17 be removed from the Consent Calendar.

Action: On a motion by Council Member Tate and seconded by Mayor Pro Tempore Sellers, the City
Council unanimously (5-0) approved consent Calendar Items 4-16 and 18 as follows:

4. MARCH 2001 FINANCE AND INVESTMENT REPORT
Action: Accepted and filed report.

5. BEVERAGE CONTAINER RECYCLING FUNDING - Resolution No. 5467
Actions: 1) Authorized the City Manager to Request Funding, and 2) Adopted Resolution No. 5467
Authorizing the Submittal of a Funding Request for the Purchase of Additional Beverage Recycling
Containers.

6. WAIVER OF POTENTIAL CONFLICT OF INTEREST WITH COUNTY OF SANTA
CLARA
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10.

11.

12.

13.

14.

Actions: 1) Waived Potential Conflict of Interest Between the City of Morgan Hill and the County
of Santa Clara, and 2) Authorized the City Manager to Execute a Waiver of the Conflict of Interest.

FINAL MAP ACCEPTANCE FOR COYOTE ESTATES PHASE V (TRACT 9317)
Action: Approved and Authorized the Recordation of the Final Map.

AMENDMENT TO CONTRACT PROVIDING PLAN CHECKING SERVICES ON AN AS-
NEEDED BASIS

Actions: 1) Approved Amendment to the Contract with Harris & Associates to Increase the
Contract Amount by 330,000, and 2) Authorized the City Manager to Execute the Contract
Amendment.

AUTHORIZE PROFESSIONAL SERVICES CONTRACT FOR DESIGN OF EDMUNDSON
RESERVOIR

Action: Authorized the City Manager to Execute the City’s Standard Agreement with Schaaf &
Wheeler for Design and Construction Administration Services for the Edmundson Reservoir, in the

Amount of $228,000.

AWARD OF PROFESSIONAL SERVICES CONTRACT FORSEWER LIFT STATION “B”
IMPROVEMENTS

Action: Authorized the City Manager to Execute a Consultant Agreement for Preparation of Plans,
Specifications and Estimates on Sewer Lift Station “B” Improvement Project with Freitas + Freitas
Engineers.

AWARD OF PROFESSIONAL SERVICES CONTRACT FOR PUBLIC IMPROVEMENT
PLANS RELATED TO THE COMMUNITY CENTER PROJECT

Action: Approved the Proposal from MH Engineering Co., Inc. and Authorized the City Manager
to Execute a Consultant Agreement for Preparation of Public Improvement Plans (offsites) and
Mapping Related to the Community Center Project.

ACCEPTANCE OF THE POLYBUTYLENE SERVICE REPLACEMENT PROJECT,
PHASE 11

Actions: 1) Accepted as Complete the Polybutylene Service Replacement Project, Phase Il in the
Final Amount of $315,169.62, 2) Approved the Expenditure of $569,62 from FY 2000-01
Polybutylene Replacement Project #615095, and 3) Directed the City Clerk to File the Notice of
Completion with the County Recorder’s Olffice.

AWARD OF CONTRACT FOR POLYBUTYLENE WATER SERVICE REPLACEMENT
PROJECT, PHASE Il

Action: Awarded Contract to Vulcan Construction and Maintenance, Inc. for the Construction of
the Polybutylene Water Service Replacement Project, Phase Il in the Amount of $336,000.

ACCEPTANCE OF CONSTRUCTION STREET REPAIRS 2000-01 PROJECT
Action: 1) Accepted as Complete the Street Repairs 2000-01 Project in the Final Amount of
$1,312,836.70; and 2) Directed the City Clerk to File the Notice of Completion with the County
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Recorder’s Office.

15. CITY POSITION ON STATE LEGISLATION
Action: Directed Staff to prepare letters stating the City’s legislative position for the Mayor’s
signature.

16. ACTION FOR BETTER CITIES CHECK-OFF PROGRAM - Resolution No. 5469
Action: 1) Directed Staff to Establish a Payroll Check-Off System for Elected to Support Action for
Better Cities, and 2) Adopted Resolution No. 5469 Establishing a Voluntary Contribution Check-off
Program.

18. SPECIAL CITY COUNCIL MEETING MINUTES OF APRIL 4, 2001
Action: Approved the Special Meeting Minutes as Written.

17. GRASSROOTS COORDINATOR NETWORK

Council Member Carr inquired asto the scope of theissuesthat the League of CaliforniaCities Grassroots
Coordinator Network will be looking at. He asked if there would be a possibility that they would be
promoting issuesthat the City of M organ Hill may not agree with? If thisisthe case, heinquired asto the
City's recourse in an action such as this.

City Manager Tewes responded that the scope of the responsibility of the GrassrootsNetwork would be to
carry the agenda of the League of California Cities. He stated that it was his belief that the League strives
to avoid situations where they take positions on statewide issues that do not have a strong support of
membersin cities.

Council Member Carr expressed concern with the issue of extending Bart to Santa Clara County. He felt
that there could be legislation in Sacramento this year to stop this extension. If all the regions outside of
Santa Clara County are opposed, he asked what positions and what |obbying efforts would the L eague be
conducting?

City Manager Tewesstated that it was his belief that the L eague would not take aposition on the Bart issue.
Action: On a motion by Council Member Chang and seconded by Mayor Pro Tempore Sellers, the
City Council unanimously (5-0) Directed Staff to Prepare Letter Supporting the League of

California Cities’ Proposed Grassroots Coordinator Network.

OTHER BUSINESS:

20. STATUS REPORT ON SOUTH COUNTY REGIONAL WASTEWATER AUTHORITY
(SCRWA) ISSUES

City Manager Tewes presanted the staff report.

Mayor Kennedy announced that City of Gilroy Mayor and Charman of SCRWA Tom Springer was in
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attendance this eveni ng.

Director of Public Works Asharaft indicated that a SCRWA meeting was hdd on Tuesday, April 24 where
several issues of interest to the City discussed: SCRWA budget was distributed at the meeting but that it
will not be approved until June; and the flow metering was discussed and showed that for calendar year
2000 Morgan Hill's flow was 45% and that the flow for Gilroy was 55%. This means that there will be an
adjustment on the current and next year's operation and mai ntenance split. Also, discussed was the method
of billing. The SCRWA manager indicaes that SCRWA would berunning atrial EU method in the next
several months as a means to compare flow for the two cities. The issue that received the most discussion
was arequest from Calpinefor awill serve letter for proposed peaker eledrical generaion plantsthat have
been proposed in the City of Gilroy, adjacent to Gilroy Foods.

Mayor Kennedy opened the floor to public comment.

Dennis Gellerman, Montgomery and Watson, informed the City Coundl that hisfirm conducts most of the
work regarding the wastewater treatment and disposal for SCRWA. Hisfirm was asked to look at this as
it relatesto impactsto the SCRWA facility for the Cal pine peaker plants. Cal pineisrequesting water service
for their cooling system and sewer disposal for the cooling water blow down. Thisisbeing looked at asa
wastewater recycling and wastewater disposal point of view. He addressed the SCRWA affluent disposal
drategy. Heindicated tha SCRWA istryingto obtain ariver dscharge permit for one of its strategies and
that integral to thisisthe use of recycledwater as adisposal strategy. He concluded that 3 MGD units can
be served with minimal impacts and that 6 units would trigger the expansion of the recycled water system
that is part of the planned expansion and isincluded in thecapital budget.

Council Member Carr noted that the chart presented did not include any other growth within the cities.

Mr. Gellerman stated that in order to serve Calpine with recycled water, faimmland would not be given their
full allotment of water in order to keep it within 3MGD. He stated that Calpineisbeing encouraged by the
state to use recycled water.

Dan Sampson, Calpine's Western Region Water Treatment Specialist, stated that the proposed use of
reclaimed water by Calpine will not affect Morgan Hill's capadty asit will come off of Gilroy s capacity
intermsof the reclamed waterplant. Regarding solidity, he stated that if the SCRWA facility remains as
it is now for the next several yeas, the solidity increase would be per Mr. Gellerman's cal culation.
However, Calpinewould be aconstant user of reclaimed water. He stated tha the City islooking at aworst
case salinity at thistime for the current size of the plant. If reclamed water is not being used, the water
would haveto be disposed of in the normal manner. Thismay require the digging of additional percolation
ponds. The use of recycled water would help decrease the cost associated with SCRWA asthe City grows
because Cal pine would be using aportion of water that would have to be disposed of anyway. Heindicated
that the Calpine fecility would be using water for cooling and emission control and combustion turbans

Mr. Sampson stated that the total dissolved solids exiting the Calpine plant would be approximately five
times the level of total dissolved solids coming into the Calpine plant. Therefore, Calpine would be
receiving reclaimed water that hasa TDS of 600, and that the TDS coming out of the Calpine plant would
be approximately 3,000 TDS. He indicaed that the high TDS water that would go back to the SCRWA
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facility would be diluted with the 640 parts per million of total dissolved solidsthat are already cominginto
the plant. Therefore, there would be asmall net increase. Asthe Calpineflow isrelatively small compared
to theamount of water flowing through entirefacility, thedecreaseisper Mr. Gellerman’s cal culation which
he believed would be relatively insignificant.

Council Member Tate stated that air qualityisasevere and very serious concern of theCity of Morgan Hill
because of the Metcalf proposal. He inquired what would be done with this proposal in terms of looking
at the environmental impacts of poor air quality and other concerns that were not considered as part of the
Metcalf application (e.g., meteorological studies, etc.).

Mr. Sampson responded that he did not havethe expertise to address these questions but that he could obtan
answers. He stated that Calpine is following the California Energy Commission's requirements for
environmental impact studies and the determination of particul ates.

Council Member Carr asked if there was anything added to thewater as it goes though the Cal pine plant?

Mr. Sampson responded that no hazardous materials would beadded to the water. The cooling tower will
require the addition of a pH adjustment which would be approximatdy 93-98% sulfuric acid. Thisis a
standard chemical added to adjust the pH of the cooling system. This chemical will lower the pH from a
high value to something near neutral. This pH adjustment is necessary to prevent theformation of mineral
scale on heat exchange surfaces. 1n addition, Calpine would be adding amineral disbursent to prevent the
formation of mineral scaleand will also have toadd halogen, and morethan likely chlorinewhichissimilar
to household bleachin order to prevent microbiological growth in the cooling tower. Hestated that these
would be the only three chemicals anticipated to be used.

Council Member Carr inquired if the chemical sto be added would have an effect on the plant, the biological
aspects of the SCRWA plant and the future ability to build wetlands as a way of disbursing affluent?

Mr. Sampson responded that at the use concentration proposed, these chemicals are non hazardous. He
stated that toxicity studies have been conducted in the past to verify that it is no more toxic than the water
coming in and in many cases, less toxic because the pH has been adjusted. He indicated that a similar
processwas used at the Delta Diablo Sanitation District. He stated that thisisthe only facility that Calpine
is using peaker plants associated with a wastewater treatment facility in conjunction with water going
through wetlands. He clarified that the water usage would be much lower than a typical combined cycled
power plant and the temperatures would be much lower.

Brian McDonald, Manager of Project Development for Calpine, stated that Calpine entered into a contract
in mid March with the California Department of Water Resources to help the state try to mitigate the
blackouts that have been experienced in California. The agreement stipulates that Calpine would be
providing the state with back up power in apeaking sense for 20 years. It is proposed to ingtall two LM
6000 gasturbansin Gilroy this summer and abuild out of 11 units with 495/500 megawattsto be generated
between now and summer 2002. Heindicated that Cal pine received noti fication from the Cali fornia Ener gy
Commission that they have tentatively recommended the construction of one unit in King City. He
indicated that Cal pine hasfive or six other sites being devel oped in the northern Californiaarea. Itisbeing
proposed to install six turbans in Gilroy in two phases with the first phase to include three turbans. He
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indicated that permitting is on afast track basis but that it is not skipping any of the CEQA review process,
city ordinances or federal laws. He indicated that Calpine is currently going through a 21-day permit
process through the California Emergency Commission. The second three turbines will go under afour-
month project as the turbanswill not meet their deadline of September 30, 2001 in order to qualify for the
21-day permit processing. Heindicated that the last three unitswould beinstalled between December 2001
and April 2002. He said that Calpineistrying to work with communities and use reclaimed water. Calpine
will be installing a Knox catalyst in order to minimize the emissions to the environment at the existing
faci lity.

Council Member Tate stated that his concem on air quality was that it was avery static measurement over
the entire terrain and the valley. He said that the meteorological impacts is increased air pollutants
throughout the region from Metcalf. He expressed concern that these impacts be looked at. He did not
believethat thereis afeeling on the part of the Energy Commission or Calpine that thiswas relevant in the
Metcalf situation.

Council Member Chang stated that SCRWA will be meeting tomorrow morning to discuss a “will serve
letter.” At said meeting, arecommendation will be made to staff to draft aletter stating that SCRWA has
the capacity and that approval hinges on the futureinvestigation of negotiations. She inquired whether the
environmental process identifiedis a CEQA process?

Mr. McDonald responded that the California Energy Commission will be assuming all liability and
responsibility for meeting CEQA requirements aswell asall city ordinances. Cal pine would be meeting all
of the requirements, indicating that the application is on afast track process. He stated that Cal pine works
closely with the CaliforniaEnergy Commission and is not bypassing the environmental revien process.
He indicated that 11 new peaker plants are to be constructed by the Summer 2002 which equal 495
megawatts.

Mr. Sampson presented a water flow diagram for the peaker plants. He said that the will serve letter is
important because Cal pine will need sewer service before the plants become operational. Heindicated that
Calpine does not need the reclaimed water asthereisawell on site. However, itishispersonal preference
not to usewell water when you can use water that someone else has usad asit is better for the environment.

City Manager Tewes clarified that the California Energy Commission has taken responsibility for CEQA
and a series of other issues. He asked if the California Energy Commission is preparing the environmental
document and if it will be made avail &l e to the responsible agencies such as SCRWA?

Mr. McDonald responded that he has been told that the California Energy Commission will work with the
communities and City Managers and that they would make sure that whatever Cdpine is building meets
local codes, regulations and requirements that might be imposed, including CEQA. The Californi aEnergy
Commission will be using Calpine's application for certificaion. He did not know what the California
Energy Commission isdoing during this 21-day period but that it was his belief that they would be making
sure that Calpineisin compliance. Once the Commission givesits approval, Calpine plans to commence
construction immediately following the 21-day review period.

Mayor Springer stated that Cal pine has applied through the City of Gilroy for SCRWA servicesin order to
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become a customer of recycled water up to one million gallons a day for six peaker units. He stated that
SCRWA has the capacity for the three peaker units. Calpine will be returning 100,000 gallons of water
through the Gilroy water system that charges against the Gilroy's allocation and not against Morgan Hill's
alocation. Therefore, theGilroy's gperational cost would go up whileMorgan Hill’ s cost would go down
becausedistribution is based on flow. Once the six unitscome on line, it will result in one million gallons
of recycled water that SCRWA will not have to dispose of. He stated that SCRWA has been fighting for
years on what it would do with recycled water in the winter months. The sell of recycled water would
reduce the operational costs. He felt that the limited amount of pollutants that will come from the peaker
plant units would dissipate to the south of the plant to Christopher Farms. Heindicated that he has spoken
to Mr. Christopher regarding what is to be involved, and stated that Mr. Christopher has no issues or
concerns. Heindicated that the 21-day review processis not going to be based on printed documents but
would be based on electronic documents housed on the web site. The bottom line is that both cities have
a customer who will generate income and will be of benefit because the higher operational volumeis
coming from the Gilroy resulting on thecost coming down on the Morgan Hill side. He said that |legislation
is to be enacted that would exempt areas within 20 miles of a new plant from black outs. He noted that
Morgan Hill would be located within the 20-mile radius Therefore, gpprova would be awin win situation
for the entire south county area.

Mayor Kennedy inquired if there were any other benefits such as reduced power costs that the cities can
reap from this approval? Mayor Springer stated that to the extent that the money from the sell of recycled
water is used to offset the operational cost on the electrical side, thiswould result in lower costs to Morgan
Hill and Gilroy. The City of Gilroy is trying to get a muniapal utility didrict in place whereit can be a
retailer of the power, buying the power from a Calpine plant before it goes out on the grid. Thiswould
guarantee an uninterrupted source of power to the sewer plant. He felt that approval would result in a
reduction of coststo both citiesto operate the plant because it has arevenue stream. It also reduces capital
costs, especially long term because SCRWA would be able to delay having to add more percolation space.

Mayor Kennedy requested Mayor Springer’s help on the City's support for the Sobrato High School site.
Mayor Springer stated that if the city could figure out how to minimize the traffic issues on Monterey Road
and get around San Jose' s opposition to the greenbelt on the Sobrato site, he felt that there may be away
to come to some accommodation.

Council Member Chang requested that negotiationswithCal pineinclude Maorgan Hill tobuy energy directly
from them. Mayor Springer stated that he would agree to include Morgan Hill in negotiations but that
Morgan Hill would have to bear thelead on getting the power to Morgan Hill.

No further comments were offered.

Council Member Chang stated that the SCRWA representatives spoke with staff and recommended that a
letter be written to state that SCRWA has the capadty for three peaker units and that it isinterested in the
Calpine request. However, it is subject to further negotiations and investigation. She requested Council
support on proceeding with this recommendation.

Council Member Carr stated that he would support the minimal standard that Calpine needs to move
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forward with their process with the stipulation that there are issues that need to be worked out between
SCRWA and Calpine before services are rendered. Henoted that the staff report clearly demonstrates that
sufficient capacity exists for the first three peaker units and that more significant review before the
additional three peaker units are considered.

Action: It was the consensus of the City Council to support the recommendation of the City of
Morgan Hill SCRWA Board Members.

Mr. Ashcraft did not believe that an action is necessary on the EDUs. He stated that the information
presented with the budget would stipulate that next year'ssplit would be 45/55% based on the latest meter
readings. He said that within the next few months, atrid EDU method would be utilized for comparison
puUrposes.

Council Member Carr noted that a 45/55% split in the budget would result in a 1% savings (approximately
$50,000 for Morgan Hill).

Action: 1t was the consensus of the City Council to support the 45%/55% split.
Council Member Tate stated that he supports the action taken but that he did not believe that a CEQA
process can be undertaken in 21 daysasit isacumbersome process. He expressed concern with the State’s

direction on the environmental review process.

Mayor Kennedy inquired as to the expected lifetime of the units. Mr. McDonald responded that Calpine
has a 20-year contract for the peaker units.

Mayor Kennedy felt that in the long term, the cities should be looking at a larger, cleaner technology
facility.

PUBLIC HEARINGS:

19. FOXHOLLOW/MURPHY SPRINGS LANDSCAPE MAINTENANCE DISTRICT -PUBLIC
HEARING AND TABULATION OF BALLOTS AND DECLARATION OF BALLOT
PROCEEDING - Resolution No. 5468

Council Member Chang recused herself from this item due to a conflict of interest.

Assistant Public Works Director Struve presented the staff report. He recommended that the Council open
the public hearing, receive public comments close the public hearing and then direct the City Clerk to
tabulatethe ballot. The City Council would then be asked to adopt aresolution and amend it as necessary,
depending on the outcome of the balloting proceed ngs.

Mayor Kennedy opened the publi ¢ hearing.

LisaKeeling, 2765 Toro Vista Court, Jackson Meadows No. 7, stated that it was her understanding that
there areten homesthat are being assessed for maintenance of landscaping that beganin 1991. Shefelt that
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the majority of the homes in the district were either repurchased and have new owners since 1998. It was
her understanding that the city has offered to pay for ¥z of the payment, however, she did not believe that
it was fair to require homeowners to pay for property maintenance that were assessed three to four years
before residents purchased their homes or homes were built. She inquired whether the city could break
down the assessment for the ten homes to make it fair. The residents have noticed an extreme amount of
over watering, noting that broken pipes have been neglected before anyone would come to fix them. This
past winter, it took approximately three weeks before someone would removeafallentree. She stated that
the letter received from the City indicates that there would be some consideration gven to cutbacks in
maintenance service if the residents do not agree to pay the assessment. She stated that should the water
schedulebe changed, the residentswoul d agree to maintain the sparse landscaping. She requested that these
issues beinvestigated by the City asthe neighbors are being asked to pay alot of money for something that
they had nothing to do with and are not benefitting from at this time.

No further comments being offered, the public hearing was closed.

Deputy Director of Public Works Struve stated that thereare 12 parcelswith only 10 parcel s being assessed
in Jackson MeadowsNo 7. He said that he was not aware of the over watering problem at thistime but that
he would investigate the concern.

Action: By consensus, the City Council directed staff to tabulate the ballots.

Deputy Director of Public Works Struve reported that the three sub areas were tabulated as follows
Jackson Meadows No. 7 area had 10 parcels that recaved ballots, 1 ballot returned with a no vote; La
Grande zone - 32 ballots mailed out, 2 ballots returned, 1 yes and 1 no; and Sandlewood zone- 11 ballots
mailed out with 9 returned, all no votes. He indicated that in each of the three districts, the assessment
increase is not carried and not approved.

City Manager Tewes informed the City Council that staff is preparing itsannual budget recommendations
to be presented mid May. Staff will provide arecommendation for these assessment districts on how they
are to be maintained in accordance with law and resources available. The plan will provide the greatest
possiblelevel of service given the resources while addressing the deficit issue that has been provided by the
other districts.

Action: On a motion by Council Member Tate and seconded by Mayor Pro Tempore Sellers, the City
Council, on a 4-0-1 vote (Council Member Chang abstaining), adopted Resolution No. 5468,
adopting the results of the tabulations as reported by staff-

Mayor Pro Tempore Sellers noted that the City does not provide maintenance services and indicated that
these services are contracted out and that the City is trying to figure out the funding process. He felt that
Proposition 218 was agood idea but that its administration can be anightmare for cities. Heindicated that
staff will review the assessment to make them equitablewithin the constraints that the city has.

Mayor Kennedy requested that staff investigate the suggestion of reducing water and allowing the
homeowners to assist in maintenance.
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Council Member Chang resumed her seat on the dias.

21. REVIEW PROCESS OF APPOINTMENTS TO BOARDS AND COMMISSIONS

City Manager presented thestaff report.

Council Member Tateindicated that he and Council Member Carr, as the committee appointed by the City
Council, conducted interviews of Library Commissioners. He stated that the committee process was
extremely relaxed and that the Committee got to know the applicants. He felt that interview by committee
was a positive approach. He did not believe that a subcommittee appointed by the City Council will have
aproblem reaching a consensus. He gated that he would like to go through this process a couple of times
to test the process as he was not sure that the Council will always be accepting of the subcommittee's
recommendation in terms of their knowledge of one or two of the canddates. He stated that this is a
positive experience for the interviewees and that staff had several ideas on how the Council can spread
applicants across different commissions.

Council Member Carr stated that the subcommitteeinterview processworkedwell. Heand Council Member
Tatetook the time afterwardsto talk openly about the interviews and that they would return with aslate of
recommended appointments at thenext Council meeting. He felt that the Council needsto review how the
slate of appointments to be presented to the City Council from the interviewing body for adoption and
whether the candidates are adopted as a date in its entirety or whether the Council will look to vate
individually on each seat. Hefelt that the Council will need to review theinterview processafter theCouncil
has gone through the appointment process afew times. Hefelt that it was important that the City Council
consolidatesome of the boards and commissionswhich would afford the City Council the ability to appoint
an applicant to another board or commission to fill vacancies where the applicants expertise lie.

Mayor Pro Tempore Sellers stated that he has found the appointment process an arduous duty asa Council
Member dueto theformality of the process and the starknessin the finality of the appointment process. He
felt that the processis formal and does not give the City Council a sense from the applicants. He felt that
the committee process would make sense for most of the committees. However, for the Planning
Commission and the ARB, the City Council may wishto conduct aninterview process by the entire Council
but that the process be lessformal (e.g., workshop setting).

Mayor Kennedy recommended that staff contact cities regarding their process and identify what steps are
taken when the Council does not agree with a committee recommended slate (e.g., City of Atherton). He
felt that the Planning Commission is adifferent body and felt that afull interview should beconducted for
this body as the Planning Commission deals with difficult issues and need to able to speak and address
difficult issues.

Council Member Tate stated that he would support the entire City Council interviewing Planning
Commissi on applicantsin an informal setting such asin aworkshop setting.

Council Member Carr recommended that staff return with recommendations on consolidation of the
interview process for some commissions and committees. He recommended that the Parks & Recreation
Commission be ableto consolidateits appointmentsto the Bicycle, Senior and Y outh Advisory Committees
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in order to be ableto fill other vacancies.

Mayor Kennedy inquired whether the City Council should make appointments to the Bicycle, Senior and
Youth Advisory committees or should the Parks and Recreation Commission continue to make these
appointments?

City Manager Tewes responded that the current structure is such that the Bicycle, Senior, and Youth
Advisory Committees are advisors to the Parks and Recreation Commission. Therefore, the Parks and
Recreation Commission makes these appointments. He informed the City Council that staff spoke to the
Parks and Recreation Commission about theidea of consolidation. The Parks and Recreation Commission
was supportive of the consolidation process as they are having ahard timefilling vacancies and felt that if
therewere qualified individual s applying for avacancy and would fit into another vacancy, they would like
to consider filling other vacancies.

Mayor Kennedy opened the floor to public comment. No comments were offered.

Action: It was the consensus of the City Council to direct staff to return with a series of
recommendation on how the consolidation of the interview process would take place. Staff
was further directed to return with an alternative interview process for the Planning
Commission.

City Council & Redevelopment Agency Action

CONSENT CALENDAR:

Action: On a motion by Council/Agency Member Carr and seconded by Council/Agency Member
Sellers, the City Council/Agency Commission unanimously (5-0) approved Consent
Calendar Items 22-25 as follows:

22. JOINT SPECIAL CITY COUNCIL MEETING AND SPECIAL REDEVELOPMENT
AGENCY MEETING MINUTES OF MARCH 28, 2001
Action: Approved the Joint Special Meeting Minutes as Written. (Council Member Tate abstained
from voting on this item)

23. JOINT REGULAR REDEVELOPMENT AGENCY AND SPECIAL CITY COUNCIL
MEETING MINUTES OF MARCH 28, 2001
Action: Approved the Regular and Special Meeting Minutes as Written. (Council Member Tate
abstained from voting on this item).

24. JOINT REGULAR CITY COUNCIL AND SPECIAL REDEVELOPMENT AGENCY
MEETING MINUTES OF APRIL 4, 2001
Action: Approved the Regular and Special Meeting Minutes as Written.

25.  JOINTSPECIAL JOINT CITY COUNCIL AND SPECIAL REDEVELOPMENT AGENCY
MEETING MINUTES OF APRIL 17, 2001
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Action: Approved the Regular and Special Meeting Minutes as Written.

CLOSED SESSIONS:

City Attorney Leichter announced the below listed closed session items. She noted that under Closed
Session Item No. 5thereisaclerical error. Item No. 5 should read significant exposureto litigation pursuant
to Government Code 54956.9(b)(1) pursuant to statements made at public meetings regarding the
courthouse.

1.
CONFERENCEWITH LEGAL COUNSEL (POTENTIAL LITIGATION) ANDCONFERENCE WITH REAL
PROPERTY NEGOTIATORS

Legal Authority: Government Code 54956.8, 54956.9(b), & 54956.9(c) (1 potential case)

Real Property(ies) involved: APN 728-31-007 & 008; 25.50 acres |ocated on the southwesterly side of
Cochrane Road (St. Louise Hospital property)

City Negotiators: City Council/Agency Members; City Manager/Executive Director; City
Attorney/A gency Counsel; and Special Counsel

For Property Owner: San Jose Christian College representatives

Closed Session T opic/Under N egotiations: Potential Litigation & Price and Terms of Payment

2.
CONFERENCE WITH LEGAL COUNSEL - POTENTIAL LITIGATION
Legal Authority Government Code 54956.8
Property: APN 817-13-001; 37.8 acres (soccer complex)
Negotiating Parties:
For City: City Manager, City Attorney, Public Works Director
For Property Owners: Tadashi & Alice A. Kadonaga, Trustee
Under Negotiation: Price and Terms of Payment
3

CONFERENCE WITH LEGAL COUNSEL - POTENTIAL LITIGATION & CONFERENCE WITH REAL

PROPERTY NEGOTIATOR

Legal Authority: Government Code 54956.8 & 54946.9(c)

Real Property Involved: A 8.49 acreparcel located on West Edmundson Avenue, east of Community
Park (APN 767-18-025)

Negotiating Parties:
For City/Agency: City Manager/Executive Director; Public Works Director, Director of
Business Assistance& Housing Services; City A ttorney/A gency Counsel;
Special Counsel

For Property Owners: Gundersen Trust Partnership Trustee
Under Negotiation: Price and Terms of Payment
4

CONFERENCE WITH LEGAL COUNSEL (POTENTIAL LITIGATION) & CONFERENCE WITH REAL

PROPERTY NEGOTIATORS

Legal Authority: Government Code 54956.8 & 54946.9(c)

Property: APN 825-06-002, 003,029, 030; 36.6 acres (Railroad/Maple- Butterfield
Retention Basin Site)

Negotiating Parties:
For City: City Manager; Public Works Director
For Property Owners: Costa Family Partners
Closed Session Topic/Under Negotiation:  Potential Litigation & Price and Terms of Payment
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5.
CONFERENCE WITH LEGAL COUNSEL - ANTICIPATED LITIGATION
Initiation of litigation pursuant to Government Code section 54956.9(c) (one case)

OPPORTUNITY FOR PUBLIC COMMENT

Chairman/Mayor K ennedy opened the closed sessionitemsto public comment. No commentswere offered.

ADJOURN TO CLOSED SESSION:

Chairman/Mayor Kennedy adjourned the medting to closed session at 9:47 p.m.

RECONVENE:

Chairman/Mayor K ennedy reconvened themeeting at 12:09 am.

CLOSED SESSION ANNOUNCEMENT:

Agency Counsel/City Attorney L eichter announced that no reportabl e action was taken on the above listed
closed session items.

FUTURE AGENCY-INITIATED AGENDA ITEMS:

No items were identified.

ADJOURNMENT

There being nofurther business Chairman/Mayor Kennedy adjourned the medting at 12:10 a.m.

MINUTES RECORDED AND PREPARED BY:

Irma Torrez, City Clerk



